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Abstract

Introduction: Export diversification is key in achieving stable export
income. Therefore, it seems critical to examine possible drivers of
export diversification and export revenue instability.

Materials and Methods: This study examines the factors affecting
export incomes fluctuation in the agricultural sector. The main
objective of this study is to investigate possible relationship between
the agricultural exports diversification and the export incomes
stability in this sector. For this purpose, the instability of agricultural
export incomes was calculated using the Love Index and the exports
diversification was computed using the Herfindahl Index. The panel
vector error correction model and fully modified least squares
method has been used to estimate the relationship between variables
in 20 developed countries over the period 2004-2018.

Findings: The findings of this study show the concentration of
exports, the instability of GDP, the instability of the real exchange
rate, the instability of the inflation rate are positively related to the
export incomes fluctuation in of this sector.

Conclusion:These findings suggest that in order to stabilize export
incomes under trade liberalization, countries need to diversify their
agricultural exports and develop economic cooperation with other
countries.
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Extended Abstract
Introduction

Export incomes, like other economic
variables, do not have a constant trend over
time and may fluctuate. This unknown
nature has costs for countries' economies.
According to (2), deviations from normal
limits (trend line values) are considered as
instability. (4) Instability is considered as
the decreasing or increasing fluctuation of
the values of a variable around its trend
values. Therefore, export instability also
refers to the deviation of actual export
values from its predicted trend. In the
traditional theories of economic
development, the negative consequences of
macroeconomic variables' instability have
been considered. According to view (6),
macroeconomic instability has led to
uncertainty in the economy, and this will
have a negative impact on investment
decisions and technological advances—the
present study aimed at the factors affecting
export incomes fluctuation in the
agricultural sector.

Materials and Methods

This article studies the policies and factors
affecting the development and stability of
the export earnings of the agricultural sector
in developed countries that are the leaders
in expanding exports and creating diversity
in this sector. The data of this research
includes twenty developed countries that
have the highest gross national income per
capita and the value added of the agricultural
sector during the years 2004-2018. The data
set is extracted from sources such as World
Bank, World Trade Organization. One of the
main variables of this research is export
diversity, which is calculated using the
Herfindahl index. Love's index (11) has been
used as an indicator of the fluctuation of
export income of the agricultural sector. To
avoid the occurrence of false regression and
to determine the long-term relationship
between variables, the pooling method can
be useful. The purpose of panel tests is to
finally answer the question of whether there
is a long-term relationship or not. In recent
years, limited approaches have been used to
estimate panel covariance vectors. One of
these approaches is (24) fully modified
ordinary least squares method, which was

introduced to estimate long-run panel
cointegration relations and used in this

paper.

Findings

The results of the unit root test show
that the variables become stationary
after differentiating once, in such cases
the linear combination of these variables
can guarantee the result of the
collinearity relationship. The results of
Hausman and Limer test show that the
data should be estimated as a mixed data
model with random effects. One of the
important issues in estimating the vector
error correction model is to determine the
appropriate number of breaks in this model
to ensure that the error sentences related to
the model are stable (25). Hannan-Quinn
and Schwarz Bayesian criteria determine
one lag for the model, but Akaike's criteria,
the final prediction error and the likelihood
ratio, suggest three lags to check the
relationships and fit of the model. Since the
sample size is larger than 120, Therefore, the
Johansen-Juselius test with an gap of two use
to investigate long-term relationships.
According to the static results of the
variables, it can be concluded that the
suspicion of false regression can be
confirmed and there is a need to investigate
the cointegration relationship between the
variables. According to the results of the
tests, most of the test statistics strongly
reject the null hypothesis that there is no co-
occurrence vector. Therefore, it can be said
that there is a long-term relationship
between the fluctuation of export earnings
and other independent variables. According

to the Johansen-Juselius convergence order
test, the coefficient of aggregation of GDP
fluctuations, export concentration, real
exchange rate fluctuations, and inflation rate
fluctuations in the agricultural sector are
positive and significant. The coefficients of
the vector error correction model show that
the coefficient of the error correction
sentence is approximately 0.81. This means
that if a shock enters the equilibrium
relationship, it will be corrected by 0.81
every year, and it will take almost a year for
the total effect to disappear. The results of
the estimation of the long-term relationship
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of the collective panel using the fully
modified ordinary least squares method
show that a one percent increase in the
fluctuations of the GDP increases the
fluctuations of export earnings in the
agricultural sector by 0.54 percent. Also, a
one percent increase in the export
concentration of the agricultural sector leads
to an increase of 0.78 percent in the
fluctuations of the export income of this
sector. With an increase of one percent in
real exchange rate fluctuations, export
income fluctuations increase by 0.46
percent. Also, a one percent increase in the
inflation rate leads to a 0.61 percent increase
in the fluctuations of export earnings in the
agricultural sector. It should be mentioned
that all the relationships mentioned are
significant at the five percent level. The
result of this research showed that countries
with higher stability in GDP experience more
stability in agricultural export income.

Discussion

The results of the research showed that
export diversity has a positive effect on the
stability of export earnings of the
agricultural sector, in other words, countries
that have more diversity in exports
experience more stability. Therefore, the
non-dependence of export earnings on a
product leads to greater stability of export
earnings. There is a positive relationship
between real exchange rate fluctuations and
export income fluctuations. Therefore,
appropriate foreign exchange policies to
reduce real exchange rate fluctuations and
the continuation of these policies in
developed countries will help to stabilize the
export earnings of the agricultural sector
and maintain their position in the
international markets.

Conclusion

Finally, according to the findings of the
present study, it can be concluded that the
concentration of exports, the instability of
the GDP, the instability of the real exchange
rate, the instability of the inflation rate are
directly related to the fluctuation of the
export income of this sector.
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